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AMENDMENT TO SHIP SALES ACT (CHARTER OF 
PASSENGER VESSELS FOR DOMESTIC TRADE) 


FRIDAY, JULY 16, 1954 


Unirep States SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
SuscomMiItTEeE No. 4 on Water TRANSPORTATION, 
Washington, D. C. 

The subcommittee met at 10:38 a. m., pursuant to call, in room 
G-16 of the Capitol, Senator John Marshall Butler of Maryland, 
chairman, presiding. 

Present: Senator Butler of Maryland (chairman). 

Also present: Donald D. Webster, special counsel, and A. J. 
Bourbon, staff member. 

Senator Butter. The subcommittee will come to order. 

The bill before us today is S. 3732, introduced on July 12, 1954, to 
amend the Merchant Ship a Act of 1946 in order to authorize 
the chartering for domestic trade under section 5 (e) of war-built 
passenger vessels. I introduced it for myself and Senator Magnuson, 
at the request of the Hawaiian Steamship Co. 

In a statement accompanying the introduction of the bill, on 
July 12, 1954, page 9734 of the Congressional Record, there was 
included a memorandum from the Hawaiian Steamship Co. explaining 
the purposes and giving the background of the proposed legislation, 
Very briefly, S. 3732 would correct an alleged oversight in Public Law 
591, 8ist Congress, which, in providing for the further chartering of 
war-bilt dry-cargo vesse Is, required that this be done pursuant to 
title VII of the Me ‘rchant Marine Act, as amended. 

The proponent’s memorandum states that while chartering under 
title VII is limited to essential trade routes, all of which are in foreign 
commerce, there is no indication that chartering of vessels in domestic 
trade was intended to be forbidden. The question, we are told, 
was not before the committee. 

Before calling the first witness, I wish to place in the record at this 
point a copy of the bill, S. 3732. 

(S. 3732 is as follows:) 

[S. 3732, 83d Cong. 2d sess.] 
4 BILL To amend the Merchant Ship Sales Act of 1946 in order to authorize the chartering for domestic 
trade under section 5 (e) of war-built passenger vessles 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first sentence of section 5 (e) (1) of the 
Merchant Ship Sales Act of 1946 is amended by inserting after ‘‘for bareboat use 
in any service” the following: ‘(including the domestic trade in the case of passen- 
ger vessels)”’ 

Senator Butter. I would also like to place in the record at this 
point the report on S. 3732 from the Secretary of Commerce, and 
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letters from the Matson Navigation Co., signed by A. J. Pessel, 
assistant vice president, offering “no objection”’ to the bill, and from 
L. R. Sanford, president, Shipbuilders Council of America, in similar 
vein 

(Report from the Secretary of Commerce, letter dated July 15, 1954, 
from Matson Navigation Co., and letter dated July 14, 1954, from 
Shipbuilders Council of America, are as follows:) 


THE SECRETARY OF COMMERCE, 
Washington 25, July 16, 1954 





Ho ( W BRICK 
Chairman, Commitiee on Interstate and Foreign Commerce 
United States Ser Washington 24 » 

Dear Mr. CHAIRMAN: Tl etter is in reply to your request of July 12, 1954, 
for the views of this Department with respect to S 3732, a bill to amend the 
Merchant Ship Sales Act of 1946 in order to authorize the chartering for domesti 

under section 5 (e) of war-built passenger vessels. 

The bill would amend section 5 (e 1) of the Merehant Ship Sales Act of 1946, 
as amended, by including within the first sentence thereof authority to charter 

ar-built passenger vessels for bareboat use in domestic trade. The present 
authnorit to charter war-built senger vessels is contained in sectiou 5 (f I 
of Lu vhich authorizes charter by the Secretary of Commerce pursuant to 


VII of the Merchant Marine Act, 1936, as amended (chartering for use in 
itial foreign trade route service 


: e) and (f) were enacted June 30, 1950, when the previous authority 

r under the Ship HPaie Act was scheduled to tet inate July ‘ 1950 

Charters under subsection (« 1) may be made for bareboat use of war-built dry 
cargo vessels in any service which, in the opinicn of the Federal Maritime Board, 


is required in the public interest and is not adequately served, and for which 
privately owned American-flag vessels are not available for charter by private 
operators on reasonable conditions and at reasonable rates for use in such service 
I ters may be made except after notice to interested parties of an opportunity 
for public hearing and after certification of findings by the Board to the Secretary 
of Commerce. ‘The charters are subject to annual review by the Federal Mari- 
time Board 

It appears from the Congressional Record of July 12, 1954, pages 9734 through 
9736, that the bill was introduced in response to a request from a steamship com- 
pany desiring to charter the SS. LaGuardia, a war-built vessel which has been 
laid up in the national defense reserve fleet for about 2 years. It further appears 
that the prospective applicant for charter contemplates conversion of the vessel 
from the dormitory type to a tourist type suitable for service between San Fran- 
cisco and Hawaii. There is, of course, no commitment on the part of the De- 
nent of Commerce, the Maritime Administration, or the Federal Maritime 
d to act favorably upon any particular application when and if made. A 
public hearing would be preliminary to any determination to enter into a charter 
of this vessel or any other war-built vessel under the amendment. 

Chartering of passenger vessels in the domestic trade would place in service 
additional units for the merchant marine which, being engaged in the domestic 
trade, would be readily available for military use in the event of an emergency 
and should be valuable operating units in our merchant marine. 

The measure is in general terms and would provide a desirable authority in the 
Government to charter any war-built passenger vessel in the defense reserve. 
Che chartering provisions of section 5 (e) are well designed to protect the public 
interest in the matter. 

Vhen the original section 5 of the 1946 act was enacted, passenger vessels could 
be chartered for use in any service. However, in 1950, the pressing problem was 
providing passenger vessels for the essential foreign trade services of the United 
States. The present low economic state of domestic oceanborne transportation 
is well recognized and authority to make use of available Government passenger 
tonnage in such service, where reasonable and proper, would be in the interest 
of the Government and the public. Placing a passenger vessel in active opera- 
tion will provide work for ship-repair yards, employment for seamen under the 
United States flag, and for the maintenance of a transportation facility in a ready- 
defense condition. 

In the interest of better arrangement, the committee may deem it desirable, 
instead of amending section 5 (e), to amend section 5 (f), which covers the charter 
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of passenger vessels, so that provisions for chartering passenger vessels would be 
set forth in one subsection. The objective of the bill could be accomplished by 
such amendment of section 5 (f) (1), as follows: 

Page 1 of the bill, strike out lines 3 to 7, inclusive, and insert in lieu thereof the 
following: ‘That section 5 (f) (1) of the Merchant Ship Sales Act of 1946, as 
amended, is amended by inserting before the period at the end thereof a comma 
and the following: ‘and may charter any war—built passenger vessel owned by 
the United States for use in the domestic trade of the United States, pursuant to 
subsection (e) of this section’.” 

In view of these considerations, the Department of Commerce recommends 
enactment of the measure amended as suggested. 

The Bureau of the Budget has advised that it would interpose no objection to 
the submission of this letter to your committee. 

Sincerely yours, 


’ 
Secretary of Commerce. 





Matson NAVIGATION Co., 
Washington 6, D. C., July 15, 1954. 
The Honorable JoHN M BuTLER, 
United States Senate, 
Senate Office Building, Washington 25, D. C. 

My Dear Senator Butter: Matson Navigation Co. has no objection to the 
amendment to section 5 (e) (1), Merchant Ship Sales Act, 1946, whereby the 
words “including the domestic trade in the case of passenger vessels’? would be 
inserted as proposed in 8. 3732 now under consideration by your committee. 

Sincerely, 
A. J. PESSEL, 
Assistant Vice President. 


ee 


SHIPBUILDERS CoUNCIL OF AMERICA, 
Washington 5, D. C., July 14, 1964. 
Subject: 8S. 3732 To Amend the Merchant Ship Sales Act of 1946 To Permit 
Chartering of Passenger Vessels for Domestic Trade. 
Hon. JoHN MARSHALL BUTLER, 
Chairman, Water Transportation Subcommittee, 
Senate Committee on Interstate and Foreign Commerce, 

Washington, D. C. 

My Dear Senator: The Shipbuilders Council of America appreciates the 
opportunity to present its view on the pending bill, S. 3732, to amend section 
5 (c) of the Merchant Ship Sales Act of 1946, to permit chartering of United 
States-owned passenger vessels for use in the domestic trade. 

The council has no objection to such an amendment to the act for the purpose 
of providing clear legal authority for the Secretary of Commerce to charter the 
SS. LaGuardia for operation in the domestic trade. 

Very truly yours, 
L. R. Sanrorp, President. 


Senator Butter. I would also insert a telegram from Matthew 
Dushane, Washington representative, Seafarers International Union 
of North America, and from William Cogswell, Hawaii Visitors 
Bureau, urging action on the bill. 

(Telegrams from Matthew Dushane, Washington representative, 
Seafarers International Union of North America; William Cogswell, 
Hawaii Visitors Bureau; and Richard H. Wheeler, president, Cham- 
ber of Commerce of Honolulu, are as follows:) 

WasuHinaton, D. C. July 12, 1954 
Senator JoHN MARSHALL BurLeEr, 


Chairman, Subcommittee Water Transportation, 
Senate Office Building: 
In harmony with the policy that was adopted by the Conference of American 
Maritime Unions, that charter of Government-owned vessels be made available 
to companies in the domestic trade, the Sailors Union of the Pacific—A. F. of L., 
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the Marine Firemen, Oilers, and Watertenders Union—A. F. of L., the Marine 
Cooks and Stewards—A. F., of L., and other A. F. of L. maritime unions who have 
endorsed that policy strongly urge your committee to amend the Merchant Ship 
Sales Act, so that authority be granted the Federal Maritime Board to charter 
war-built passenger vessels, and/or other passenger vessels in the custody of the 
Board, for use in the domestic United States of America trade. 
MatTrHEW DUSHANE, 
Washington Representative, Seafarers International Union of North America. 


Honouvu.y, July 13, 1954. 
Senator Jonn M. Bur er, 
Senate Office Building, Washington, D. C.: 

Because of great expansion in Hawaii hotel facilities and increased demand for 
surface transportation, we urge _ action which would release SS. LaGuardia 
for domestic service between Hawafli and Pacific coast. 

WititraM CoGsweE tu, Hawaii Visitors Bureau. 


Honouuun, July 15, 1954. 
Senator JoHn M. Br rLER, 
United States Senate, Washington, D. C.: 


Account increase demand for surface transportation facilities and important 
part tourist industry plays in Hawaii economy we urge favorable congressional 
action making Government-owned vessels available for domestic service between 
California and Hawaii. 

{tICHARD H. WHEELER, 
President, Chamber of Commerce of Honolulu. 

Senator Butter. Now, our first witness will be Mr. Klausner, 
representing the Hawaiian Steamship Co. 

Mr. Klausner, are you here? 

Mr. Kuausner. Senator, I only accompany the witness, who will 
be Mr. Elmer J. Martin, the president of the company. 

Senator Butter. Good. Come sit down, and we are very happy 
to have both of you. 

I have read Mr. Martin’s statement, and at this time will offer it 
for the record. If you would like to comment further on it, I would 
be very glad to hear you. 

Mr. Kuausner. Well, sir, in that case if it is incorporated in that 
form it would possibly save a little time by simply saying that that is 
is our preliminary statement. We are perfectly content to rest on 
that. If there are questions 

Senator Burier. All right. I have read it very hurriedly to be 
familiar with it, but I think I would like to hear it again. Suppose 
you read it for the record. 

I will say the statistical matter in this statement is very interesting 
to me. 


STATEMENT OF ELMER J. MARTIN, PRESIDENT OF HAWAITIAN 
STEAMSHIP CO., ACCOMPANIED BY JOSEPH KLAUSNER, ESQ. 


Mr. Marrin. Mr. Chairman and members of the subcommittee, 
my name is Elmer J. Martin; my address is 1001 Northern Life Tower, 
Seattle 1, Wash. 

I am president of a newly formed corporation, the Hawaiian Steam- 
ship Co., Ltd., of Honolulu. We have been interested in establishing 
a regular passenger service between San Francisco and Honolulu and 
in the course of our inquiries have determined that the most suitable 
vessel is the SS. LaGuardia, which is owned by the United States. 
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So far as we have been able to establish, there are no other suitable 
privately owned passenger vessels available for this purpose. 

Senator Burter. For the purposes of the record, will you give us 
some of the characteristics of the LaGuardia, gross tonnage and length 
and beam, and so forth, and her primary purpose. 

Mr. Martin. I wonder if I could have Mr. Stevenson, who is our 
design agent, give you that information? 

Senator Burter. All right. We can supply that later. 

Mr. KLAusNER. We have it available here, Senator. 

This is Mr. R. Martin Stevenson, design agent for the company. 

Mr. Stevenson. My name is R. Martin Stevenson, and I am 
design agent for the Hawaiian Steamship Co. 

For the purpose of the record, the length overall of the SS. 
LaGuardia is 622 feet and 7 inches; its length between perpendicular 
is 573 feet and zero inches; it has a beam of 75 feet and 6 inches; a 
design draft of 25 feet and zero inches; it has a design speed of 19 
knots, with an overallowance of some 10 percent; it has a normal 
shaft horsepower of 17,000 horsepower. 

Senator BurLer. Can you tell us where she was constructed, and 
when? 

Mr. Stevenson. The LaGuardia, I am not quite sure where, but 
it was built in 1944, I believe at a west coast shipyard. 

It was designed originally as part of a group of 21 vessels classed 
as cargo-passenger vessels designed by the Maritime. 

Senator Butter. Is it of the P-2 type? 

Mr. Srevenson. It is of the P-2 type. 

Of these 21 vessels, 19 were used in the accelerated war usage; 2 
of them having been finished as the Cleveland and the Wilson. 

Senator BurLer. And these are now in the laid-up fleet? 

Mr. Stevenson. They are now in the laid-up fleet. 

Senator Burter. Fine. Thank you, Mr. Stevenson. 

Mr. Stevenson. Thank you. 

Mr. Martin. Our study of the traffic potential to Hawaii has 
satisfied us that there is a real need for a cabin- or tourist-class 
passenger ship serving the trade between the Pacific coast and 
Hawaiian Islands. Our conclusion is verified by independent surveys, 
trade publications, and newspaper articles. 

For instance, as recently as June 1, 1954, the news bulletin of the 
Pacific Area Travel Association said the following: 

Hawai.—With 1,030 new hotel rooms on drawing boards or actually in the 
early construction stage, W. O. Cogswell, executive director of the Hawaii 
Visitors Bureau, has announced stepped-up promotional plans to help keep them 
filled 

"The 1,030 hotel rooms represent a 44 percent growth in the hotel plant of 
Hawaii in a single year. The Hawaii Visitors Bureau estimates that for each 
additional 200 rooms added to Honolulu’s on-season taxed hotel plants, it will 
be necessary to add 8,000 visitors per year. In pointing out the need for addi- 
tional promotional dollars to support the program, Mr. Cogswell sceemed con- 
fident Hawaii will be able to fill the new hote 





ls 


On the same basis, the new hotel rooms mentioned would accom- 
modate more than 41,000 additional guests annually. All surface 
vessels were able to lift only 31,000 westbound passengers to Hawaii 
last year. Yet Hawaiian realty interests expect to fill new rooms 
alone exceeding last year’s record surface movement by one-third. 


50289—54 








6 AMENDMENT TO SHIP SALES ACT 


If our service becomes an actuality, as we how plan the conversion, 
the ship will have a capacity of some 600 passengers If this vessel 
were to run 2S voyages per vear, we could accommodate it fully 
boo ced every vovavce 16.S00 westbound passengers, which is only 40 
percent of the new hotel construction alone. 

The single vessel which accounted for the bulk of the ship-passenger 
movement in the area last vear ran at 94 percent of capacity, according 


to the president of the company. Ona recent voyage about the middle 
of June, the vessel sailed with some 60 or 70 passengers in excess of 
her rated passenger capacity. This indicates that unless additional 
surface accommodation is provided, any increase in travel will be 
lil { itoa 


We have not attempted to elaborate on the need for passenger 


service to any ports in the islands other than Honolulu. The only 
interisland travel now available is by au 

When rumors of our proposed service reached the islands, we were 
immed tely contacted hy Various mterest On the island of Hawai 
to urge us to include Hilo as a port of call We have been counseled 


ivel agents. including those in Honolulu. that additional port 


CON in the islands would a pear to be well worth cor sidering. 
The carriers now serving the surface traveler in the area are offering 
most commendable service Howev: r, we feel that there is a creat 

I 1 i a low-cost one class surface vessel to augment the service 

iailable 
Betore World War I1. 5 passenger \ ‘ssels of | company and 5 of 
ther company were emploved to 1 degree o1 another in the traffic, 
tordin a wide selection of tacilities tor a fal naller movement of 

Passengee 
Today, for all practical purpose, there is only 1 basic ship carrying 

t class only in the trade, with auxiliary service by 2 others primarily 
\ the Far East 
it Is now a established fact in the tourist and travel field that 


during the past few years a tremendous increase in touring and 
weling has been generated within an entirely new segment of our 


population, namely, the moderate and middle income groups. With 


itomatic paid vacations and greatly increased incomes, this portion 


ot our people are able to e LJON more elaborate holidays than pre- 


viously known to them as a group it is to these people that we feel 
the proposed service will have a primary attraction. 

Our company was informed by an official of one of the air carriers to 
the islands that by hrc m1 iddle of 1955, 80 percent of their passengers 
LO H wall will toul { coach with only 20 percent paying for 
first class air er When we bear in mind that overseas air coach 
travel is a comparatively recent innovation, it would appear that 


tourist class travel has real appeal to a great many people. 

A recent series of editorials ppearing in one of Honolulu’s news- 
papers d alt with the enya of the islands and the problem of 
providing emploVYment for the steadily increasing work force. Be- 


cause of their vreographic ‘al | location, ae velopment of normal industry 
has been limited. 
Total income from the tourist trade is equivalent to half that from 
pineapple exports and more than a third of that derived from sugar. 
Properly de ‘veloped, the visitor industry can become the greatest 
income producer in the Territory. It is also singled out as the best 
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potential source of employment, which the economy of the islands 
needs to absorb the increase of worker population. 

[t will be noted from table 1 of the Annual Research Report for 
1953 by the Hawaiian Visitors Bureau that a tremendous upsurge in 
travel to Hawaii has in fact taken place. 

I should like to submit that to you, sir. 

Senator Burter. Fine. It will be made a part of the record. 

Mr. Martin. On page 13 there is a table showing the travel. 

Senator Butter. All right. Table 1 will be included in the record 
at this point, then. 

(Table 1, entitled “Visitors and Visitor Expenditures for Hawaii: 
1921 to 1953,” from the pamphlet entitled ‘““Annual Research Report 
on Visitors to Hawaii, 1953” is as follows:) 


TABLE 1.— Visitors and visitor expenditures for Hawaii, 1921 to 1953 


Number of visitors 





Y Staying 2 days or longer Direct visitor 

ear | : : 
Staying expenditures 

All visitors under 2 
Both West- East lays 
directions bound! | bound? 
192] 9, 400 (3) $4, 500, 000 
1922 27, 878 9, 676 8, 493 1, 183 18, 202 4, 400, 000 
19 31, 513 12 )21 10, 699 1, 322 19, 492 5, 500, 000 
192 31, 571 11,311 1, 157 19, 103 | 5, 700, 0CO 
LY 34, 304 | 13, 689 1, 504 19, 201 7, 200, 000 
192 36, 240 15, 177 1, 585 19, 478 | 8, 000, 000 
1927 37. 108 15, 693 1, 758 8, 200, 000 
1928 40, 773 18, 275 1, 705 9, 200, 000 
- 44, 452 20, 041 2, 149 10, 300, 000 
40, 236 16, 995 ( 8, 700, 000 
} 35, 048 14, 332 1, 448 6, 900, 000 
132 27, 032 ), 464 Wt 4, 100, 000 
133 27, 284 9, 345 76 3, 800, 000 
1934 41,271 14, 841 320 6, 300, 000 
WBE 45, 925 18, 030 #3 7, 900, 000 
1936 SO, 245 20, 039 2, 160 8, 800, 000 
1937 53, 938 19, 489 2, 498 9, 500, 000 
1938 50,17 0), 853 2, 190 10, 200, 000 
193y 65, 439 21, 737 2, 653 11, 000, 000 
1y4{ 49, 538 23, 369 2 004 12, 000, 000 
1941 55, 676 30, 4:2! 1, 421 16, 400, 000 
1942-45.4 

194¢ ( 15, 000 (3 ( ) 6, 300, 000 
1947 ( 25, 000 (3) ) 12, 100, 000 
1948 ( 36, 397 ( { . 18, 900, 000 
1949 34, 386 ( (3) 17, 700, 000 
LYAt 88, 510 16, 593 3 ( 41,917 24, 200, 000 
1951 103, 924 51 565 47, 634 3 O81 52, 359 28, YRO, OOO 
19 111, 718 60. 539 54, 618 5, 921 51,179 32, 800, 000 
1953 130, 956 80, 346 72, 152 8, 194 50, 610 | 42, 600, 000 


From North America 
2 From Asia or Oceania 
Not available 
4 War years; visitor industry suspended 


Source: For source of data for 1921-52, see Hawaii Visitors Bureau, Annual Research Report on Visitors 
to Hawaii, 1952, table 1; data for 1953 from present report 


Mr. Martin. During the 20 years from 1922 through 1931, inclu- 
sive, there were an average of 14,500 w eatbound passengers to Hawaii. 

In the following 10 years, through 1941, the 10-year increase was 
29 percent. 

The past 3 years saw an average of more than 58,000 visitors, or 3 
times more than the average for the 10 years prior to 1941. 

The year 1953 increased 30 percent over 1952, with a total of 72,152 
westbound visitors to the territory. 
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Information recently sent to us indicates an increase of 35,000 total 
visitors, eastbound and westbound, during the first 6 months of 1954 
over the corresponding period last year. Westbound figures are not 
yet available, but obviously also went up. 

We have mentioned above that the LaGuardia is the most suitable 
\ essel for our purpose, 

The LaGuardia was constructed during World War II and was sub- 
sequently converted to a semidormitory type for the Mediterranean 
trade. She has since been operated in various other trades by the 
National Shipping Authority under charter to the Military Sea Trans- 
portation Service. During this employment she operated in trans- 
atlantic runs to Germany and transpaciiic operations to Japan. 

Preliminary examination of the vessel has indicated that she will 
require substantial conversion for the purpose we have in view. 

Instead of dormitory quarters, we would wish to install cabins for 
2 or 3. Subject to the approval of the Maritime Administrator, we 
have worked out design sketches for the conversion 

The vessel likewise requires substantial classwork, including the 
1-year special survey which is now due. It is clear that an investment 
will be required of many hundred thousands of dollars. Thus, the 
conversion will entail large expenditures in American shipyards, which 
are at present short of work 

The operation will likewise mean employment of more than 300 
seamen, and it is therefore valuable in that direction. 

Finally, an important passenger unit will be added to the operating 
merchant marine, readily available for military use and maintained at 

high level of current efficiency. 

The legal phases of this problem have been set forth in a memo- 
randum which Senator Butler caused to be printed in the Congressional 
Record when he introduced the bill, and I shall not discuss them at 
this time, 

I desire to emphasize that I have received no commitment from the 
Maritime Administration that our application will be approved. 

The application will be filed and processed in accordance with 
standard procedures, if the bill becomes law. As I understand, a full 
public hearing would first be held before the Federal Maritime Board, 
which must make certain preliminary findings and recommendations 
to the Secretary of Commerce before a charter may be executed. 

These iindings appear in section 5 (e) of the Merchant Ship Sales 
Act, as it now stands, and apply to the carriage of cargo; under the 
amended section, they would become applicable to the carriage of 
passengers as well. 

Senator Burier. I will at this time make a part of the record the 
memorandum referred to by Mr. Martin as having been introduced 
in the Congressional Record by me at the time I introduced this bill. 

The memorandum referred to is as follows:) 

The present bill would amend section 5 (e) (1), Merchant Ship Sales Act, 1946, 
as amended, to make clear the authority of the Secretary of Commerce, after 
hearing and recommendation by the Federal Maritime Board, to charter pas- 
senger vessels on bareboat terms in the domestic trades 

As section 5 read, before it was amended by Public Law 591, 81ist Congress, 
it clearly permitted such charters of passenger vessels in the foreign and domestic 
trades. Section 5 (a) reads: 

‘Any citizen of the United States * * * may make application to the Com- 
mission to charter a war-built dry-cargo vessel, under the jurisdiction and control 
of the Commission, for bareboat use * * *,” 
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The expression ‘‘war-built dry-cargo vessel’’ clearly included passenger vessels, 
since section 5 (b), which fixes the rate of charter hire for vessels that may be 
chartered under the act, had a special provision fixing the rate “in the case of 
vessels having passenger accommodations for not less than 80 passengers.”’ 
Furthermore, the expression ‘‘dry-cargo vessel’’ as used in section 3 (d) of the act 
plainly included passenger vessels, because in providing for adjustments in the 
statutory sales price of vessels sold under the act, the section read: 

‘“‘No adjustment, except in respect to passenger vessels constructed before 
January 1, 1941, shall be made under this Act which will result in a statutory 
sales price which (1) in the case of dry-cargo vessels (except Liberty-type 
vessels) will be less than 35 per centum of the domestic war cost of vessels 
of the same type, (2) in the case of any Liberty-type vessel will be less than 
31% per centum of the domestic war cost of the vessels of such type, or 
3) in the case of a tanker will be less than 50 per centum of the domestic 
war cost of tankers of the same type * * *.” 

The price of passenger vessels was thus to be calculated as for other dry-cargo 
vessels, 

Section 5 (d) of the act indicated that vessels chartered under the section could 
engage either in the foreign trade or in the domestic trade. 

Thus until 1950, there was no doubt that passenger ships could have been 
chartered for the domestic trade as well as the foreign. The act of June 30, 1950, 
Public Law 591, 8lst Congress, 63 Stat. 308, provided for the further chartering 
of ‘‘war-built dry-cargo vessels’”’ on or after June 30, 1950, for bareboat use in 
any service which in the opinion of the Federal Maritime Board is required for 
the public interest and is not adequately served, and for which privately owned 
American-flag vessels are not available for charter by private operators on reason- 
able conditions and at reasonable rates for use in such service. However, by the 
same act, subsection (f) was added to section 5: 

‘(1) Notwithstanding the provisions of sections 11 and 14 of this act, as 
amended, the Secretary of Commerce may charter any passenger vessel, 
whether or not wWar-built, owned by the United States on or after June 30, 
1950, pursuant to title VII of the Merchant Marine Act, as amended * * *” 

The chartering provisions of title VII of the Merchant Marine Act are limited 
to essential trade routes determined in accordance with section 211 of the act, and 
all of these are of course in foreign commerce. 

It does not appear from the legislative history of section 5 (f) (1) that. Congress 
deliberately intended to exclude the chartering of passenger vessels in domestic 
trade. The problem was simply not before the legislative committees. The 
Maritime Commission report shows that at the time four passenger vessels were 
being operated under the Ship Sales Act in the trans-Pacific service, and the 
La Guardia in the Mediterranean service. Four prewar-built vessels were being 
chartered under other authority (probably Public Law 101, 77th Cong.). Since 
the Commission had already decided that the good neighbor ships, Argentina, 
Brazil, and Uruguay, should be advertised under title VII, ‘‘the Commission 
believes that authority should be granted it to charter war-built passenger vessels 
as Well as prewar-built vessels under the terms and conditions of title VII of the 
1936 act’’ (House hearings on H. R. 491, Sist Cong., OT) 

The Acting Maritime Administrator in a memorandum dated June 1] 
pp. 3 and 4), said: 

“The Commission stated on March 15, 1950, that the only authority to 
charter cargo vessels ships necessary at this time is the very limited author- 
ity * * * to charter war-built cargo vessels to meet special needs in foreign 
and domestic trades which may continue to rise and to charter passenger 
vessels whether war built or not under title VII of the Merchant Marine Act, 
1936. As to charter of passenger vessels (whether war built or not), the Com- 
mission believed that it was desirable to handle such operations under the 
1936 act inasmuch as it is anticipated that further chartering would be pre- 
dominantly to provide vessels pending arrangements for placing passenger 
vessels in permanent service.” 

The Senate report on the bill 8. 3571 said (S. Rept. 1783, 8ist Cong., p. 5): 

“Tt was further developed that our merchant fleet is drastically short of 
passenger tonnage. In fact we are far below our prewar position in this im- 
portant segment of the shipping industry. Four passenger ships are being 
chartered under the Ship Sales Act of 1946. Four others are being chartered 
under other authority of law. Although there are six new passenger ships 
under construction, the testimony indicated we should continue to charter 
passenger vessels even after the new ships are completed. The demand for 


1950 (id., 
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passenger accommodations, particularly the large actual and potential de- 
mand from the middle income group, is evidence of this conclusion. The 
bill (sec. 3) provides that any passenger vessel, war built or nonwar built, 
may he chartered pursuant to title VII, Merchant Marine Act, 1936, as 
amended. Title VII requires that the ships be chartered on. competitive 
bids under restrictions which protect the interests of the Government.” 

The House report dated June 27, 1950, said (H. Rept. 2363, 81st Cong., pp. 6 

and 7): 

“The shortage of passenger vessels in our American-flag merchant marine 
as commercial adjuncts and suitable for use as military auxiliaries is such 
that it scarcely needs comment in addition to that stated in the section-by- 
section analysis of the bill. The United States is far below its prewar position 
in this important segment of the shipping industry, and, until this portion 
of our fleet can be substantially built up, it is evident that chartering should 
continue. Under section 3, it is provided that existing charters of passenger 
vessels may be continued until December 31, 1951, or until expiration thereof 
by the terms of their provisions. With respect to new charters, title VII of 


the Merchant Marine Act of 1936 provides the most suitable standards. 
ritle VII requires that ships be chartered on competitive bids under restric- 
tions which would both fully protect the interest of the Government and 


prevent competition of Government-owned vessels with privately owned 
vessels. 

It is the general consensus of opinion that it was not intended to exclude 
domestic chartering of passenger vessels but that it merely appeared at the time 
that the problem was essentially one concerning the foreign trade. 

It is possible to read the statute even as it stands as continuing to permit such 


charters under section 5 (e). So read that section would allow domestic chartering 
after public hearing and would reserve chartering in the foreign trade for proceed- 
ings under title VII, including competitive bidding. 


The maritime legal office, however, does not feel that such a construction is 
justified and it has been felt desirable by all parties to seek legislative clarification. 

Che proposed amendment of section 5 of the Ship Sales Act would do not 
more than the suggested construction above. The original legislative plan would 
be restored, still leaving the provisions of the Merchant Marine Act to govern 
essential trade routes in foreign commerce, but permitting the Secretary of 
Commerce, after hearing and recommendation by the Federal Maritime Board, 
to arrange for bareboat charters in domestic commerce in accordance with the 
provisions of section 5 (e). 

rhe immediate occasion for the amendment is a proposal by the Hawaiian 
Steamship Co. to charter the SS. LaGuardia for service in a proposed run between 
San Francisco and Hawaii. The vessel has been in layup for almost 2 years. The 
charterers would convert the vessel from a dormitory type to a superior tourist 
class with cabins for 2 and 3, such as are thought suitable for the trade. A sub- 
stantial fixed hire would accrue to the Government as well as a much improved 
vessel at the end of the charter, which is estimated to run 3 vears. The charterer 
would of course be obliged to qualify in all material respects and there has been no 
commitment by the Maritime Administrator that the particular application would 
be approved. A full public hearing would intervene before the Federal Maritime 
Board. All interested maritime organizations have been consulted and have 
indicated that they do not oppose the proposed amendment. 

The conversion of the vessel will involve substantial expenditures in American 
shipvards, which are at present short of work. 

The operation will involve the employment of more than 300 crew members, 
and is therefore valuable in that direction. 

Finally, an important passenger unit will be added to the operating merchant 
marine, readilv available for militarv use in the event of an emergency and main- 
tained at a high level of current efficiency. 

The legislation is needed for immediate use since it is not foreseeable that the 
project can be left open for an indefinite term of months pending the réturn of 
Congress in the next session. 


Senator Butter. Mr. Martin, this ship was used as a dependents 
ship, wasn’t it——— 

Mr. Martin. That is right, yes. 

Senator Buriter. Taking dependents back and forth from the 
European theater and to the Asian area? 
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Mr. Martin. Yes, sir. 

Senator Butter. Now, the improvements or changes that you 
would have to make to make it suit the tourist trade that you would 
use her in, would they be approved before hand by the Department 
of Defense? 

Mr. Martin. Oh, I am certain, sir, yes, that they would be. Yes, 
they would have to be approved, yes. 

Senator Burier. I will later ask Mr. Ackerson—I don’t know 
whether you know or not—whether or not those improvements 
would make it as valuable a ship for national defense as it was before 
they were made? 

Mr. Martin. We, I believe, have in mind no structural changes 
which would preclude her use as a troop carrier. We have nothing 
in mind which would alter her to that extent. 

Senator Burter. Fine. That is the only question I had. 

Mr. Webster, do you have any? 

Mr. Wessrer. I have one or two, Senator. 

Do you have any idea, Mr. Martin, how long it might take the 
Department of Defense, or the Maritime Administration, to recon- 
vert the vessel, in the event of a national emergency to make her a 
troop-carrying transport? How much would be required in the way 
of expenditure and how long would it take? Do you have any figures 
on that? 

Mr. Martin. I think quite probably Mr. Stevenson could anwser 
that better than I could. 

Senator Burter. Did you hear the question? 

Mr. Stevenson. I think I had better hear it again. 

Senator Burier. Please read the question back to Mr. Stevenson 
so he can hear it. 

(The reporter read the question.) 

Mr. Stevenson. I have no cost figures on that, Senator, but as for 
the time which would be involved in this, let me say that with the 
reconversion there are involved no major structural changes. There- 
fore, I have no resaon to think that the figures as originally contem- 
plated by Maritime—in other words, their own expressions to me 
were that it was primarily a question of hours rather than any long 
time. I would presume that the ship having been converted to a 
tourist vessel, which is essentially a considerable degree of austerity, 
it means that very little, if anything, would have to be stripped, 
that is, burnable fixtures to the wall, and that kind of thing. 

It would mean that the vessel essentially would simply be cleaned of 
its extraneous materials, pianos, bar equipment, bar furniture, and 
that kind of thing, so that actually the time involved would be simply 
in stripping certain equipment from te vessel. 

The booms will remain intact, winches will remain intact, access 
to holds will remain intact. It is not contemplated to make any 
major change in hold arrangements, so the vessel is quite ready to go. 

Senator Burier. In other words, Mr. Stevenson, she will be just 
as readily adaptable to military needs after the conversion as she is 
as of today? 

Mr. Stevenson’. I would say that after conversion she would be 
more ready than she would be if she had been maintained in the laid-up 
fleet. 
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The galley equipment will be in operation. The galley equipment 
alone today would take at least—I should say the galley equipment 
alone, to put it in operation right now would take at least 2 weeks. 

| would say if that ship were in operation it would be changed over 
to a troop transport in a matter of less than 3 days. 

Senator Burier. | think that answers the question. 

Mr. Werster. That answers my question. 

Now, I wanted to ask you this, Mr. Martin: Have any objections to 
the passage of this bill come to your attention since it has been intro- 
duced? 

Mr. Martin. Not that I am aware of, no 

Mr. Kiausner. There is, if ] 

Mr. Martin. I beg your pardon. 

Mr. KLAusNner. There is no opposition to the passage of the bill so 
far as it affects the proposed operation itself, but fear has been ex- 
pressed by Luckenbach, which has a representative here, that the 
broad terms of the authority that would be conferred on Maritime 
might be used in other contexts in a manner that would endanger 
Luckenbach’s interests. 

Mr. Werster. And if you are acquainted, Mr. Klausner, with the 
details 0. their position, would you care now, or after the Luckenbach 
witness testifies, to comment on their position? 

Mr. Kuausner. Well, perhaps it would be a little fairer to let them 
state their objection in their own words. 

Senator Butter. Let me ask this additional question in that con- 
nection: Is that a question that will be considered by Maritime when 
it comes up as to whether or not the charter should be made, or is it a 
question that Congress should consider as a policy question? 

Mr. Kiausner. Well, I personally am convinced that Maritime, 
bdth under existing legislation and under the proposed amendment, 
would have full power and authority to protect the interests involved. 
I don’t think any special provision need be made. 

Senator BurLter. And you would have no objection to Maritime 
protecting this? 

Mr. Kuausner. Not in the slightest. We certainly are interested 
in having the interests Luckenbach suggests protected as far as may be. 

Senator BurLer. Maybe Maritime will have some suggestions. 

Mr. Kiausner. Yes. 

Mr. Wesster. Maritime has suggested to us one amendment in the 
statement which has been submitted for the record today. It is sug- 
gested that instead of amending section 5 (e), amend section 5 (f), 
which covers the charter of passenger vessels so that provisions for 
chartering passenger vessels would be set forth in one subsection. 

The objective of the bill could be accomplished by such amendment 
of section 5 (f) (1) as follows: 

Page 1 of the bill, strike out lines 3 to 7, inclusive, and insert in lieu 
thereof the following: 

That section 5 (f) (1) of the Merchant Ship Sales Act of 1946, as amended, is 
amended by inserting before the period at the end thereof a comma and the fol- 
lowing: ‘‘and may charter any war-built passenger vessel owned by the United 
States for use in the domestic trade of the United States pursuant to subsection 
(e) of this section.” 

Would you care to comment, Mr. Martin, or Mr. Klausner, on 
the advisability or the improvement insofar as you see it? 
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Mr. Kuavusner. Well, I would say that in substance this does not 
work any change. It really is just as it appears to me a substitution 
of the place, and it may well be it is a little more coherent regarding 
passenger ships. 

Senator Butter. Would it meet Luckenbach’s objection? 

Mr. Kiausner. I don’t think it is addressed quite to that problem. 
They still would feel that the term ‘domestic trade’ is too broad, 
as I understand the argument, but as I say, again, I would rather 
that Mr. Kominers express their views first. 

Mr. Wesster. But you would have no objection insofar as the 
bill is now drafted if the language now suggested by Maritime were 
substituted for the language in the present bill? 

Mr. Kiausner. That is correct. 

Senator Burier. As I understand it—I don’t know what Lucken- 
bach’s objection is—but as I understand it, the only thing that would. 
meet their objection would be that we make this a bill covering this 
particular ship to be used in the domestic trade, is that 

Mr. Kiausner. Perhaps they don’t go quite as far. As I under- 
stand, their preference is for the insertion of the term ‘‘noncontiguous 
in the domestic trade”? to make it clear intercoastal trade would not 
be affected. I think that is their first preference. 

Senator Butter. Would you find that objectionable? 

Mr. Kiausner. We would not object to it as long as our own 
operation is not affected. I understand the primary objections 
emanate from the Maritime. 

Senator Burter. Good. We will talk to Maritime. 

Mr. Wesstrer. Might I state for the record, Mr. Martin, that as 
I understand it, nothing which is said in this hearing will be used 
as an indication that Maritime should grant the authority when 
you seek it; is that correct? 

Mr. Martin. That is right. 

Mr. Kiausner. I think we should make it perfectly cleer that we 
fully understand that Maritime has not made the slightes: commit- 
ment and the whole thing will be processed in the normyl way on 
the record which is made before the Federal Maritime Board. 

Senator Burier. Right; without any aid from anything that may 
be said here. 

Mr. KLAUSNER. Quite so. 

Senator Burier. Good. 

Mr. Kominers, it is nice to have you with us today. 

Do you have a prepared statement, or do you speak from your notes? 


STATEMENT OF ODEL KOMINERS, REPRESENTING LUCKENBACH 
STEAMSHIP CO., INC. 


Mr. Kominers. No, I do not have a prepared statement because 
it was not until about 5 o’clock last night that I learned it would be 
necessary for me to make my appearance. 

Senator Burier. It is not necessary. 

Mr. Kominers. My name is Odell Kominers. I am a member of 
the law firm of Radner, Zito, Kominers, & Fort, here in Washington. 
We are counsel here in Washington for the Luckenbach Steamship 
Co., Ine. 

First, let me state Luckenbach’s position. 
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We have no interest whatsoever, and certainly no opposition to the 
enactment of the legislation which would permit the operation of 
which Mr. Martin and Mr. Klausner spoke. 

Luckenbach does not serve Hawaii. It is in no position to oppose 
anyone who wishes to serve Hawaii. Luckenbach, however, does 
maintain a regular dry cargo common carrier a in the inter- 
coastal trade. Their service is a minimum of weekly service, aug- 
mented by extra sailings. 

They operate regularly 8 C—3’s and 2 C-4’s. They operate in 
addition as cargo requires 4 C—2’s. 

They are a leading carrier in the trade. Their record is an excellent 
one, 

They oppose the bill in its present form only because it grants 
aeeneen) to the Maritime Board which is unnecessary to solve the 
prob le , 

Lue by nbach requests that the bill be amended in either one of two 
fashions, preferably, first, by the insertion of the word “noncon- 
tizuous’’, or “offshore’’, before the word “domestic.” 

Senator BurLter. Yes. 

Mr. Kominers. That would not necessarily limit the bill so that 
only this particular vessel or this particular Pacific coast-Hawaiian 
service might be accommodated. It would permit the chartering of 
vessels for any trade between the continental United States and its 
Territories’ organizations. That would include Hawaii, Puerto Rico, 
Alaska, and I believe the Virgin Islands, from any coast of the United 
tates. 

Senator Butter. Do you know of any objection from any other 
carrier now serving that trade in the event of the amendment being 
made? 

Mr. Kominers. No, sir. It certainly is narrower than the present 
bill, but at the same time sufficiently broad to cover any possible 
situation that might arise. 

I say that, Senator, because there is, for practical purposes, no 
passenger service by water in the intercoastal or the coastwise trades. 

Waterman and American President Lines do offer passenger service 
in the intercoastal trade, but their records on file with the Interstate 
Commerce Commission show that the passengers they carry are very 
few in number. Last year I think the total in both directions did not 
exceed 1,000 persons over the period of the entire year. 

There is likewise some passenger service in the Atlantic coastwise 
trade by the Pan-Atlantic Steamship Co., which is a wholly owned 
subsidiary of Waterman 

There again, the service offered by the dry cargo ships which have 
accomodations for up to 12 passengers is more than sufficient to take 
care of any passenger requirements. 

The other fashion in which the bill might be amended and meet 
Luckenbach’s problem would be to make it plain that a passenger 
vessel means one which carries only passengers and refrigerated cargo. 

The basis of our objection is that we do not wish the statute to be 

» broad that there is any possibility that by using a proposed pas- 
senger service as a lever a company might put additional dry cargo 
space into the intercoastal trade. 

Senator Burier. Even though that trade is noncontiguous? 

Mr. Kominers. The intercoastal trade is a contiguous trade—— 
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Senator Bur.ter. But I mean if you inserted 

Mr. Komriners. Oh, if the first suggestion is accepted we have no 
objection whatever. 

Senator Burter. I wanted that clear for the record. I thought you 
wanted two amendments. 

Mr. Kominers. No; either one of the two. 

Senator Burter. Yes. Because I didn’t see how it would affect 
you if it were noncontiguous trade. 

Mr. Kominers. No; the first one would solve the problem com- 
pletely. 

The second one likewise would solve the problem completely. 

Senator Burier. | think the first one, from what | have heard of it, 
is the practical one and is a simple amendment. 

Mr. Kominers. You are correct. 

Senator BurLer. Will you explain the second one, anyway, for the 
purposes of the record? 

Mr. K OMINI RS. The second one would clearly define a passenger 
vessel as being one carrying only passengers and refrigerated cargo. 

| added the refrigerated cargo, because in my discussions with 
Mr. Klausner | understood that the Hawatian Steamship Co. felt 
that under some circumstances it might carry small quantities of 
refrigerated cargo, and not wishing to do anything that would impair 
their plan of overation | made the suggestion I have. 

Coming now to the reason for our position, as | said earlier, we fear 
that the passenger service, or a possible passenger service might be 
used as a lever for augmenting unnecessarily the available dry cargo 
space in the intercoastal trade. 

Now, it has been suggested that perhaps the legislative history of 
the bill, the committee’s report, could clearly indicate that no addi- 
tional dry cargo space through a combination vessel should be placed 
in the trade unless the dry cargo space itself were justiiied separately 
and apart from the passengers. 

Our problem there is that we do not belong to the school of thought 
which says that one looks at the language of the statute only when the 
legislative history is not clear. We think that the statute itself can be 
clariiied so simply that it would be much more desirable, since it will 
hurt no one and will protect Luckenbach and other intercoastal 
carriers to have the amendment made in the language of the statute 
rather than spelled out at some greater length in the committee report. 

Finally, | would like to say a word as to the circumstances under 
which what is now section 5 (e) of the Merchant Ship Sales Act was 
enacted. The Maritime Commission, and its successor, the Maritime 
Administration, and the steamship industry, as represented by the 
National Federation of American Shipping, all took the position at 
that time that the authority of the Maritime Board or Administrator 
to charter vessels should be terminated, except for certain special cir- 
cumstances, Which were then known, and which were foreseeable. 
When I discussed the matter with some gentlemen at the Maritime 
oard yesterday, I was first told that Luckenbach need have no 
concern, because there were no ships other than the LaGuardia that 
were available. 

I was next told that we need have no concern, because the Maritime 
Board wished as broad powers as possible to meet the future contin- 
gencies; but, nevertheless, we would be protected by three statutory 
findings. 
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The second position is inconsistent with the first, and I think both 
positions are inconsistent with the statements made by the Maritime 
Board and the industry in 1950, when the present section 5 (e) was 
originally enacted. We see no reason why the Maritime Board should 
be given broad, swe ping authority Which it cannot under any fore- 


ver byl } 


} 2 . 
circumstances be called upon to exercise. 


Senator Burter. Thank you so much 


Mr. Komrvers. Thank you very kindly, Senator 

Senator Burier. | think we have a grasp of the situation. 

Mr. Wrersrrer. As I understand it, vou feel that the statutory pro- 
tection of publi hearings and findings by the Federal Maritime Board 
vould not be of sufficient force and effect to protect the interests of 
Luckenbach, is that correct? 

Mr. Kominers. Hearings are always lengthy, expensive, and 
troublesome. In addition to that, we are not certain as to what the 
law is, in the following situation: A claimed need for passenger serv- 
ice, Which is met by a combination passenger-and-cargo vessel; the 


applic nt arguing that he cannot successtu'lly operate a passenger 
ship, but must also have an opportunity to attract dry cargo in order 
to serve the passenger trade 
Vir. Wepsrer. But, if he could establish that he could perform a 
rv ice profitable to him in both, and not unduly detrimental to 
Luckenbach, why shouldn’t the usual procedure suffice? 1 assume 
that vou do not feel that the Administrative Procedure’s Act is a 
complete protection to vou; but, nonetheless, I say that, if Maritime 
inding, after public hearings and on competent evidence, 
that it would be in the interest both of the United States and of the 
applicant, and not unduly objectionable to Luckenbach, why is that 
not a more practical and better way to handle it than by passing ¢ 
bill which, as I interpret your suggestion, would be slightly broader 
than a private act for Hawaiian Steamship Co., but not much? 

Mr. Kominers. It is so inconceivable, to my way of thinking and 
with my knowledge of the intercoastal trade, that anybody could 
claim need for a passenger service in the intercoastal trade; that, 
rather than running the risk of a hearing, and the expenses incident 
thereto, and since nobody at the present time says there is any such 
need, either actual or foreseeable, that we think we should be pro- 
tected by the language of the statute, rather than by the Maritime 
Board. 

Senator Burier. In other words, you say that the Congress never 
having declared it to be its purpose to give the Maritime Commission 
the right to charter ships of this kind in the intercoastal trade, then, 
before it does so, it should hold full and complete hearings to establish 
the need, before passing the administrative end to the Maritime 
Commission? 

Mr. Komingrs. That is perfectly correct, Senator. 

Senator Burter. And that, if we are to establish the policy for 
intercoastal trade, it should be done only after a full hearing before 
the appropriate congressional committee, and that authority should 
not be lodged in Maritime; is that your view? 

Mr. Komrners. I would not go so far as a full hearing. I would 
say somebody’s hearing; the semblance of a suggestion that it 1s 
necessary. Not even that could be advanced, as of now. 
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Senator Buruter. I am certain that the present applicants would 
not want it to be the case of a foot in the door, for some competitor 
in the intercoastal trade. I think this committee should ponder it 
for a long time, and that the Congress should have no objection, 
before it makes the intercoastal trade, which is already very highly 
competitive, more competitive than it is. Certainly this subcommittee 
would not want to do that in the absence of strong showing, and only 
after a pretty full hearing. 

I think we got your point, all right; and we will try to protect the 
interest of everybody. 

Mr. Kominers. Thank you very kindly. 

Senator Burter. Fine, Mr. Kominers. 

Mr. Ackerson, we certainly want to hear from you. 


TESTIMONY OF EUGENE J. ACKERSON, CHIEF, DIVISION OF 
LEGISLATION, MARITIME ADMINISTRATION 


Mr. Ackrrson. I am E. J. Ackerson, Assistant General Counsel of 
the Maritime Administration. 

Senator Burter. Mr. Ackerson, do you care to make any comment 
on what you have heard here this morning, and to give the committee 
the benefit of your experience and advice in this situation? Let me 
say before you start, it certainly is always nice to have you before our 
committees. We enjoy having you up here. 

Mr. Ackerson. You are very kind. 

Senator Burier. We have, also, a great deal of respect for what 
you have to say. 

Mr. Ackerson. I am sorry that Mr. Rothschild and Mr. Upton 
were unable to be here today, and, for that reason, it was thought 
that the submission of the formal report would be—at least we hoped 
that it would be—satisfactory to the committee. 

Senator Butter. Yes, indeed. 

Mr. Ackerson. | am here to comment on any points that you may 
desire to have comments upon; and I have listened, of course, to the 
testimony. We have had some advance indication of possible ques- 
tions that might be raised, here. It seems to be clear that there is no 
specific objection to the amendment suggested by the Maritime Ad- 
ministration; which is rather clarifying than otherwise. ‘Actually, 
I do not believe it makes any change in the legal effect of the bill, 
whatever. It certainly does not meet Mr. Kominers’ problem; it 
does not have any bearing on that. 

Senator Butter. Yes. Now, Mr. Ackerson, do you wish to address 
yourself to the first amendment proposed by Mr. Kominers, to insert 
‘noncontiguous or offshore domestic trade’ in this amendment, as it 
relates to section 5 (f) (1)? 

Mr. Ackerson. Yes, sir; that was called to the attention of the 
Maritime Administration only yesterday, I believe. The feeling and 
reaction of the Maritime Administration people was that they did not 
want such a narrowing of this bill, and that it would be a matter for 
consideration by the committee as a matter of legislative policy, in 
an amendatory act. 

Senator Butter. What was the underlying purpose of the Admin- 
istration, that the bill not be narrowed? Because this does confer 
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upon the Maritime Administration a power which it does not now 
possess. 

Mr. Ackrerson. That is correct, sir. As was — out in the 
report at the time of the addition of sections 5 (e) and (f) to the 
Ship Sales Act, the problems before the maritime agency relate to 
the cargo service, and, so far as passenger service was concerned, to 
passenger service in foreign trades. Those were the immediate prob- 
lems. I would not say that the authority with respect to passenger 
vessels in domestic trade was inadvertently or mistakenly omitted ; 
it was not included, because there was no problem at that time. 

Senator BurLter. And there still is no problem, in your opinion? 

Mr. Ackrerson. There are no particular problems, at the present 
time; that is correct. But here, now, there does appear a situation 
as between Hawaii and the United States; and it is suggested that, 
therefore, the new authority be limited to the United States and the 
noncontiguous areas of the United States, such as Puerto Rico and 
Hawaii. But it seems to me that that introduces another little box 
into our laws, which gets so complicated with so many limitations 
and conditions. 

Senator Burier. In other words, we should do, here, what we have 
done in a great many other instances. We should lay down the broad 
policy and authority, and then look to the executive department to 
administer it properly, to see that cause is shown, and that convenience 
and necessity will be served, before the full sweep of the law is put into 
operation. 

Mr. Acxerson. Yes. I think that states the feeling of the mari- 
time agency. And, in addition to that, we feel that the carefully 
worked-out safeguarding provisions of subsections (e) and (f) are 
certainly designed to protect the Government and the shipping in- 
dustry, as well as the public generally. 

Senator Burter. Mr. Ackerson, I will say again what I said before. 
Certainly, the chairman of this subcommittee would be very reluctant 
to grant any authority that he thought would be abused or would 
harm the intercoastal trade in any way. I say that because I have 
some of the problems of the intercoastal trade brought to my attention 
many times every week; and I know a little bit about their problems; 
and I certainly do not want to add anything to their burden. But I 
do think ‘that we must ultimately leave those decisions up to the 
Commission, or the Board, to determine after full and complete 
public hearing; and that convenience and necessity must be shown. 

Mr. Acxrerson. I certainly have no question as to your appraisal 
of the situation, so far as legislation is concerned; and certainly the 
Maritime Commission would not, I believe, have any question as to 
that appraisal. One little thing occurs to me, so far as the intercoastal 
trade is concerned, and that is the possibility of using an application, 
in the case of a passenger vessel, as an entering wedge for putting com- 
petitive cargo-carrying service into service in competition with private 
industry. That is also a contingent matter; is is a fear, which to my 
mind is pretty well offset by the restrictions in the law, which are 
placed upon the maritime agency, before it can approve any charter in 
the domestic service or otherwise. 

Senator Burter. Thank you, sir, ever so much. 

Mr. Acxrrson. Thank you, sir. 
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Senator Butier. It is certainly nice to have had you here, Mr. 
Ackerson. 

Mr. Klausner, do you care to comment? 

Mr. Kuausner. If I may, I should like to make one or two com- 
ments on the Luckenbach problem. I would like to point out that as 
the law stands at present, subject to section 5 (e), it is theoretically 
possible for a much more serious form of competition to enter in, 
namely, regular cargo ships. ‘The risks involved in the introduction of 
that sort of peripheral or incidental cargo service is that the service by 
passenger vessels, to me, especially by passenger vessels of this type, 
seems to be of much less dangerous scope, at least in theory, than a 
full-fledged cargo service, which, right now, could be introduced, if 
the applicants could get past the operation of section 5 (e). 

There is another point, it seems to me, that bears upon this. I 
indicated before that I thought that section 5 (e) was perfectly ade- 
quate protection. Now, there are, it seems to me, numerous cases 
that I recall, of litigations under Pubiic Law 591, before the Maritime 
Board, where just such separations were made between the service 
applied for and the stretch of the proof. The applicant would say, 
“Tet me run between the Atlantic coast and the Pacific coast,’’ naming 
a whole list of ports. The proof would be that there was no inade- 
quacy of service to at least two of those ports; and, in at least one of 
those cases that immediately comes to my mind, it was hardly neces- 
sary to press the Board, because the applicant simply dropped the 
application so far as it extended to those two ports. 

There is a court case over at Maritime, which was not under 
Public Law 591, but which follows the same principle about adequacy 
of service; regarding which, Mr. Kominers, I feel, is fully acquainted. 
We were both in that case. That is the Straits Atlantic Company 
Service, a case brought on the application of the American President 
Lines. In that case, in deference to the very strong objection ex- 
pressed by Luckenbach, which had this overriding national interest 
in the domestic trade, the Maritime Commission excluded APL from 
the westbound service of dry cargo intercoastally, and permitted east- 
bound service, on the theory that, there, there was overtonnage, and 
inadequacy of service was indicated, but they excluded it from the 
westbound service over APL’s. We might say this was going to 
make the whole service an unremunerative one, because it was so 
far flung, away out to the straits, that it was necessary to have every 
interstitial leg supplied with cargo. 

There are, I think, 4 or 5 instances of a similar sort. For instance, 
on the movement of reefer cargo, under Public Law 591, several lines, 
including both American President Lines and Pacific Far East Lines, 
made application to carry reefer cargo; and, incidentally, to the 
Pacific Northwest. The argument, there, was advanced by existing 
lines, like American Mail Line, that this was going to interfere witb 
their regular service, and that they could take care of any additional 
service that was involved; and it was clearly agreed, there, that it was 
unnecessary, unless one assured a vessel; which, however, was clearly 
within the Board’s power to do; that the service of PFE and of APL 
would be limited to the carriage of military reefer cargo up there, and 
not commercial. 

So I think it is really true, quite fundamentally, that the Board can 
say, ‘Here is a passenger ship that wants to operate intercoastally, 
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which has 300,000 cubic feet of cargo space’’; and the applicant comes 
in and says, ‘Well, why can’t you let me do that? Just because it is 
wise not to use that ship?” Maritime can say, “You prove too much. 
Already, apart from the passenger service, there is an existing inade- 
quacy of cargo service. Apart from the passenger service, show us 
that you need additional cargo space.” 

Senator Butter. They have to show public convenience and 
necessity? 

Mr. Kiausner. In effect, yes. Those may not be the technical 
terms that are in this statute, but that is really the concept, it seems 
to me, and the terminology is, I think, “actual adequate service.” 
I am not quite certain, here, of the term. 

Senator Burier. Tell me, would not this language take this out of 
the ambit of the Alaskan trade? 

Mr. Kiausner. Yes, I think it would. 

Senator Butter. The 'y could charter an Alaskan steamship from 
ships laid up in the fleet? 

Mr. Kiausner. I think so. The terminology is quite unlimited. 
I take it that, even under Mr. Kominer’s preferred proposal, it might 
hope to give service to Alaska, under this bill. 

Senator Butter. Yes; that would become possible, in connection 
with the amendment. 

Mr. Kuausner. I would just like to conclude by saying that, with 
the highest respect for the fears expressed by Luckenbach, I am 
inclined to feel that they are just a little chimerical, because I do feel 
that the Board is well impressed, and always has been, at least during 
my time, with the tremendous importance of protec ting existing serv- 
ices, and not allowing the Government to go into competition in the 
form of chartering I do believe that the standards set forth, as they 
have been administered, would definitely protect Luckenbach here. 

Senator Burter. Well, I feel that way about it. 

Now, have you any additional statement, Mr. Kominers? 

Mr. Kominers. No. 

Senator Burter. Are there any further witnesses to be heard? 

| would like to have this letter from the Navy Department, dated 
July 16, 1954, made a part of the record. 

The letter referred to is as follows:) 

DEPARTMENT OF THE Navy, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 
Washington 25, D. C., July 16, 1954. 
Hon. Joun W. Bricker, 
Chairman, Committee on Interstate and Foreiaqan Commerce, 
United States Senate, Washington 25, D. C. 


My Dear Mr. CuarrMan: Your request for comment on the bill S. 3732, to 
amend the Merchant Ship Sales Act of 1946 in order to authorize the chartering 
for domestic trade under section 5 (e) of war-built passenger vessels, has been 
assigned to this Department by the Secretary of Defense for the preparation of a 
report thereon expressing the views of the Department of Defense. 

The purpose of this measure is as stated in its title. 

The bill is a matter of primary interest to the Maritime Administration, which 
would be responsible for arranging for any charters in accordance with the pro- 
visions of this bill. The Department of Defense is, however, interested in this 
bill in that it would permit private citizens, through chartering, to place one or 
more Government-owned passenger ships in an active status, assuring their 
ready availability in case of emergencies. 

The specific case of the proposed chartering of the SS. LaGuardia and its 
conversion for carriage of tourist class passengers, if 5. 3732 is enacted, is again 
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a matter of primary concern to the Maritime Administration. No objection 
from the viewpoint of national defense can be seen to such a charter. The 
LaGuardia is not presently configured for transportation of troops and the pro- 
posed conversions mentioned by the Hawaiian Steamship Co. in the memoran- 
dum attached to Senator Butler’s statement may improve the ship’s characteris- 
tics for the carriage of dependents, when and if its use for such purpose is again 
required by Military Sea Transportation Service. 

In view of the foregoing, the Department of the Navy, on behalf of the Depart- 
ment of Defense, interposes no objection to the enactment of 8. 3732. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense 

There has been insufficient time to obtain advice from the Bureau of the 
Budget as to the relationship of this report to the program of the President. 

Sincerely vours, 
Ira H. NunNN, 
Rear Admiral, USN, 
Judge Advocate General of the Navy 
(For the Secretary of the Navy) 


Senator Butter of Maryland. Thank you for coming. 

The subcommittee will adjourn. 

(Whereupon, at 11:36 a. m., the subcommittee adjourned.) 

(The following departmental reports were submitted for the record :) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washinaton 25. J ily 232. 1954. 
Hon. Joun W. BriIcKER, 
Chairman, Committee on Interstale and Foreign Commerce, 
United States Senate. 


Dear Mr. CHarRMAN: Reference is made to your letter of July 13, 1954, trans- 
mitting a copy of 8S. 3732, 83d Congress, 2d session, and requesting any comments 
I may care to offer concerning the proposed legislation. 

As indicated by Senator Butler’s explanation of the bill on pages 9734 to 9736 
of the Congressional Record for July 12, 1954, the purpose of the bill is to authorize 
the Secretary of Commerce to charter Government-owned, war-built, passenger 
vessels for use in the domestic trade. The legislation is needed to provide the 
authority for the Secretary of Commerce to charter the SS. La Guardia, now in 
the reserve fleet, to the Hawaiian Steamship Co 

As ww inally enacted, section 5 of the Merchant Ship Sales Act of 1946 (50 


U. 8. C. App. 1738), consisted of the present subsections (a), (b), and (c) only. 
meas of the parenthetical reference in subsection (b) to passenger vessels, 
such vessels were considered as included within the meaning of the term “dry 
cargo” vessels. However, subsections (e) and (f) were added to section 5 by the 


act of June 30, 1950 (64 Stat. 308), and, because the latter specifically provided 
the authority for the chartering of passenger vessels, whether or not war built, 
the inclusion of such vessels within the meaning of “dry cargo’’ vessels was not 
thereafter warranted. Subsection (f) requires that such chartering be made 
pursuant to title VII of the Merchant Marine Act of 1936, as amended, which 
requires competitive bidding and is limited to esse ntial foreign trade routes. 

The propos sed amendment would specifically include the chartering of ws iilt 
passenger vessels for bareboat use in the domestic trade ander the soutslabone of 
subsection 5 (e), leaving the charter of passenger vessels for bareboat use on es- 
sential foreign trade routes to be made pursuant to title VII of the 1936 act, as 
provided in subsection 5 (e). 

This Office has no information relative to the need for or desirability of the re- 
quested authority. However, if the authority is to be granted, it is suggested 
that an amendment to subsection (f) might be preferable. In that event, the de- 
sired result could be obtained by substitution of the following language for that 
contained in 8, 3732: 

“Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 5 (f) of the Mere hant Ship Sales Act of 
1946 is hereby amended by changing the period to a comma and there be added the 
following: ‘and any war-built passenger vessel may be chartered for use in the 
domestic trade pursuant to the provisions of subsection (e) of this section.’ 

Sineerely yours, 
FRANK H. WEITZEL, 
Acting Comptroller General of the United States. 
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DEPARTMENT OF JUSTICE, 
July 19, 1954. 
Hon. Jonn W. BrICKER, 
Chairman, Committee on Interstate and Foreign Commerce, 
l nited State Ss Ne nate, MH ash Li jton, D oS 


Dear Senator: This is in response to your request for the comments of this 


Department concerning the bill (S. 3732) to amend the Merchant Ship Sales Act 
of 1946 in order to authorize the chartering for domestic trade under section 5 (e) 
of war-built passenger vessels 


Since the subject matter of this bill is not related to any of the activities of the 
Department of Justice, we would prefer not to offer any comment concerning it. 
Sincerely, 
WILLIAM P. RoGERs, 
Deputy Attorney General. 


